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UNITED STATES GOVERNMENT

MEMORANDUM

DOCKET FILE COpy ORIGINAL

The enclosed documents were received by the Small Business Advisory Committee
(SBAC) during its recent May 27, 1993 quarterly meeting and public hearing. They
are being forwarded to your office for official inclusion in the public record.
In all cases these documents are in reference to FCC General Docket # 90-314
(PCS) and General Docket # 92-51 (Broadcast Capital Formation). All documents
are clearly marked as to the referenced Docket #.

If you have any questions or require additional information, please contact me
on 632 -1571.
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Remarks by Joann Anderson, Ph.D. before the

Federal Communications Commission

Small Business Advisory Committee RECEIVED

JUN 2 z 1993
- May 27, 1993

I appreciate the opportunity to address The Small Business
Advisory Committee (SBAC). National Telecommunications and
Information Administration (NTIA) and the Federal Communications
Commission (FCC) have worked cooperatively for many years. As
Director of the Minority Telecommunications Development Program
(MTDP), our research and activities focus on minorities.
However, there are often commonalities between small businesses
and minority businesses. I've been asked to tell you about two of
our projects because they may be helpful to the committee as you
grapple with very important issues especially PCS, capital,
changes in the tax certificate and the radio rules.

It is recognized in many quarters that lack of access to
capital is the biggest impediment to small business development.
It is an impediment to establishing new businesses. It prevents
established businesses from growing. The importance of this
issue is reinforced by the amount of activity in Congress to try
to stimulate small and minority business investment.

We at the Department of Commerce (DOC) are also addressing
the issue of capital formation. NTIA has joined with MBDA to
take a fresh look at capital strategies minorities in
telecommunications businesses use, and the financial problems
they encounter. Our goal is to come up with models for new
sources of capital, specifically designed for telecommunications.
We call our project TELECAP. We are just beginning to explore
the model phase of the project. It is likely that we will
propose new financial intermediaries and financial strategies.

Why is capital such a concern to those of us who want to see
more minorities in telecommunications? Traditionally, the
majority of minority businesses have concentrated on non-capital
intensive businesses such as retail and service. However, as we
look for opportunities in the high growth areas of
telecommunications, entry costs, when there are opportunities for
small entrants, can be tens of millions of dollars. Therefore,
capital access is going to be a problem to small businesses
across the board. Minorities will have additional problems. To
the extent that the capital problem can be solved, we can expect
to see more minority telecommunications businesses.
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the highest ownership, they lost the most stations. Last year
they lost 13 stations and gained only 10.

nne of the more interesting things we looked at for the
first time last year, was how the stations were acquired. We
only have information from the stations that participated in our
92 survey_ Of the stations owned by minorities in 1992, 70% were
acquired by purchase. The majority of those purchases, 81%, were
AM stations, the weakest and cheapest service.

Only 30 % of the stations were acquired through the FCC's
comparative licensing procedures. These proportions were very
similar when we analyzed acquisitions by racial groups.

The availability of capital goes hand in hand with the
ability of small entrepreneurs and minorities to remain in
broadcasting and to forge ahead into the new technologies. We
commend the SBAC and the staff for tackling some of the tough
issues. We will continue to share information on our activities
with you. If the committee or members of the audience wish a
copy of the ownership report you may contact my office.


